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HAITIAN KEY ECONOMIC INDICATORS 
Income and Prices 
1 2 
Fy1978 1979 1980 


Population (millions) 5 
Cost of Living Index (1948 = 100) 279. 
GNP Current Market Prices 

(millions U.S. $) 1, 269.0 1,500.0 1,785.0 
GNP 1955 Prices (millions 

U.S. $) 448.8 450.0 463.0 469.0 
GNP Percaput (1955 dollars) 77.4 76.0 77.0 76.8 
GNP Percaput (current dollars) 223.4 254.52 297.0 327.0 
GDP (millions current dollars) 1,162.9 1,275.0 1,560.0 1,744.0 
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Balance of Payments and Trade ~ 
(millions of U.S. dollars) 


FY1978 1979 


Exports (f.0.b.) 154.8. 138.0 
Imports (f.0.b.) 208.9 ye ae 4 
Trade Balance -54.2 -89.2 
Services, Transfers, 

Investment Income 33.0 35.9 
Capital Account 41.6 68.0 
Change in Reserves #14.2 #16.2 


Money Supply and Central Government Resources 
(millions of ‘U.S. dollars) 


M1 97.9 122.6 135.1 
M2 : 236.4 276.6 303.1 
Central Government Budget 131.0 159.0 192.0 


Sources: BRH; IMF; U.S. Embassy 


lprovisional 
2estimated 


3Haitian Resources in Operations and Development Budgets 





SUMMARY 


All indications are that fiscal year (FY) 1981 (October 1, 1980, 
to September 30, 1981) will be difficult for Haiti. Earnings 
from coffee and bauxite exports, the major sources of foreign 
exchange, will be significantly below FY '80 levels. Imports, 
spurred by increasing demand and prices for foodstuffs, petroleum 
products, and consumer goods, will result in a projected commercial 
trade deficit of $151.8 million. The projected trade deficit, 
coupled with unbudgeted capital expenditures in 1980, has set 

the stage for severe foreign exchange difficulties during 1981. 
While demand for U.S. products continues strong, especially 

for construction equipment and materials, foodstuffs, and health 
care products, the current financial situation makes increased 
U.S. exports unlikely in 1981. 


In spite of these economic difficulties, the attractiveness 

of Haiti as a site for U.S. investment in labor-intensive assembly 
and transformation industries remains. Haiti's greatest resource 
is its abundant supply of skilled and cheap labor; the current 
minimum wage rate is $2.64 per day, about one-third that of 

the English-speaking Caribbean. Haiti's proximity to the U.S. 
market, in a time of increasing fuel costs, should make Haiti 
more attractive for U.S. firms currently engaged in offshore 
assembly operations. In addition, the Government of Haiti has 
just promulgated a new banking law that may free some venture 
capital, and is continuing to codify laws relating to investment 
and taxation. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Haiti is the poorest country in the hemisphere and one of the 
poorest on earth. It has extremely limited natural resources 

and severe deficiencies in infrastructure. Agriculture is the 
most important sector of the economy, producing about 40 percent 
of the gross domestic product (GDP) and employing about 70 per- 
cent of the population. Manufacturing contributes 12 percent 

of GDP; Government, 11 percent; and commerce, 10 percent. Approx- 
imately 6 million people live within Haiti's mountainous 10,741 
square miles (about the size of Maryland). Seventy-five to 

80 percent live in the countryside, many farming marginal land. 
While only about 30 percent of the land is suitable for agricul- 
ture, more than 40 percent is actually under cultivation. The 
World Bank estimates that 85 percent of the rural population 
exists below the absolute poverty level. Approximately 23 percent 





of the population is literate. Coffee, sugar, rice, corn, 
sorghum, millet, beans, cocoa, sweet potatoes, manioc, nuts, 
vetiver, sisal, cotton, bananas, plantains, mangoes, oranges, 
limes, and grapefruits are the major agricultural products. 
Agriculture is primitive and there is inadequate internal distri- 
bution of goods, resulting in local shortages and wide price 
fluctuations. Coffee, vetiver, and mangoes are the only agri- 
cultural exports. Of these, coffee and mangoes are exported 

by commercial buyers, not producers. 


Haiti faces major development problems. Bilateral and multi- 
lateral aid, which will total over $142 million in FY '81l, is 
being directed primarily to improve agriculture, education, 
health, and transportation. Sanitation and health are major 
problems, particularly in the rural areas. The infant mortality 
rate of 130 per 1,000 is the second highest in the hemisphere. 
Hospitals are rudimentary. Unemployment and underemployment 

are broadly estimated by the Haitian Government as 14 and 65 
percent, respectively. Unemployment in the urban areas of Port- 
au-Prince is generally acknowledged to be at more than 50 percent 
of those who want jobs. Urban migration to Port-au-Prince is 
the other side of the rural migrant problem, the most publicized 
aspect being the flight of Haitians to the Bahamas, the Dominican 
Republic, and the United States. This migration will continue 
as long as the countryside lacks employment opportunities and 
even the most rudimentary services in health, education, and 
public services. Job creation, therefore, must continue to 

be one of the prime aims of the economy, as Port-au-Prince is 
expected to swell from its current level of just under a million 
to more than 5 million by the year 2000. Just 5 short years 

ago Port-au-Prince was a city of fewer than 300,000. 


There are about 3,000 kilometers of roads in Haiti, of which 

about 600 would be considered first class. Not all regions 

of the country are accessible by car, though most can be reached 
in a four-wheel drive vehicle. Total electric generating capacity 
is about 102 megawatts. Most of the major provincial cities 

as well as Port-au-Prince have electricity. However, occasional 
blackouts and current fluctuations cause most industries to 
install standby generators. The telecommunications network 

is limited and internally erratic but generally adequate for 
international calls. 


The industrial and commercial sector is small and heavily con- 
centrated in the Port-au-Prince area. Investment capital is 
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limited. There are a few medium-sized basic industrial plants 
including a cement factory, flour mill, small electric steel 
mill, match factory, canning facilities, and three sugar 
refineries. Locally manufactured goods include cement, steel- 
reinforcing bars, shoes, plastic pipes, sisal twine, ceramic 
tiles, rum, denim, paint, foam rubber, matches, cotton fabric, 
soap, flour, cigarettes, machetes, enameled cookware, car bat- 
teries, mufflers, handicraft items, and processed food such 

as fruit juices, pasta, jellies, jams, peanut butter, and canned 
fruit. There are over 200 firms engaged in assembly or light 
industrial transformation operations. The majority of these 
companies are Haitian owned and produce a gamut of goods from 
baseballs to textiles to missile components for the U.S. market. 


Analysis of Major Sectors 


Haiti's major trading partner is the United States, which is 

the source of over half of both imports and exports. Other 
important partners are Canada, France, Belgium, and Japan. In 
FY '80 Haiti exported about $184 million worth of coffee, assembled 
components, handicraft items, bauxite, cocoa, essential oils, 

and other goods. During the same period about $284 million 
worth of food, vehicles, manufactured goods, and other products 
were imported. In FY '81 exports should-.be worth $181 million 
and imports $320 million. Due to low world coffee prices and 

a decline in coffee production aggravated by Hurricane Allen, 

as well as rapid increases in Government and private consumption, 
for the first time in 6 years Haiti's chronic balance-of-trade 
deficit will not be offset by its favorable capital account 
position and strong transfer payments account. 


Agriculture 


Haiti is not self-sufficient in food production. Farming tech- 
niques are primitive and productivity per acre is quite low. 

In general, the average size of the plots is submarginal (0.48 
hectare), and a particular farmer will own a few widely separated 
plots (average land holding is 0.77 hectare) planted with a 
number of different crops to minimize the risk of failure. It 
is estimated that only 6 percent of the cultivated land is irri- 
gated. Deforestation continues as farmers seek more land for 
food production. Production of charcoal, the major cooking 
fuel, also contributes to erosion and increased soil salinity, 
which in turn decreases the amount of arable land. There are 

a few agricultural holdings larger in size. 





Coffee 


Coffee is the most important export crop in Haiti, generating 

40 percent of export revenues. It is also the major source 

of income for about 2 million people. Aided by the best growing 
season in several years, total production in crop year 1980 

is estimated to have been 630,000 (60-kilogram) bags, up from 
420,000 bags in 1979. Because of the cyclical nature of Haiti's 
coffee production caused by the lack of modern agricultural 
methods, and the effects of Hurricane Allen, crop year 1981 
production is expected to fall to the 485,000-bag range. The 
value of coffee exports for crop year 1980 exceeded $85 million, 
resulting in Government tax revenues of approximately $22 million. 
Corresponding estimates for the 1981 crop year are $50 million 
($13 million in Government tax revenue). Coffee export taxes are 
the Government's largest single source of income. 


Sugar 


Plagued by declining extraction rates brought about by sugar 

cane diseases (smut and rust), lack of irrigation, and the limited 
use of fertilizers, the FY '80 sugar crop declined to an estimated 
55,000 metric tons (MT) of raw sugar (down from 61,000 MT in 

FY '79). Less than 30 percent of the cane grown is processed 

in the centrifugal mills. The vast majority is processed in 

the estimated 1,700 artisanal mills used to make clarin, a country 
variety of rum, or is eaten straight from the fields. In 1980 
local sugar consumption continued to increase, necessitating 

net sugar imports of 8,700 MT at a time when world sugar prices 
were approaching all-time highs. The Government has announced 
plans to put an additional 6,000 hectares into sugar cultivation, 
primarily to supply a fourth sugar mill (with a 3,000-MT-of- 
cane-per-day capacity) scheduled to open in December 1981. 


Essential Oils 


Haiti produces a variety of essential oils, among them vetiver, 
lime, amayris, and citronella. A Government policy that set 

the price of Haitian vetiver well above the world price, and 
significantly decreased sales, has been adjusted somewhat. Exports 
of essential oils declined from $10 million in FY '78 to $6.5 
million in FY '79. They were at about the same level in 1980 

and will remain so in FY '8l1. A return to the FY '78 level 

will require further adjustments in policy, pricing, and 

marketing. 





Sisal 


Sisal production is being actively encouraged by the Government. 
Average production is about 1,200 tons per year and is expected 
to increase in FY '81. Although much land is currently planted 
in sisal, in recent years harvesting has not seemed profitable 
to the producer. The price paid to the producer has been 
increased; machine decorticators have been purchased and are 
being used. As the price of petroleum increases the cost of 
substitute materials, sisal becomes increasingly attractive. 


Meat 


Beef production is estimated at 6,600 MT for FY '81. Exports 

to the United States should increase significantly from 2.6 
million pounds in FY '80 to 3.4 million pounds in FY '8l. African 
swine fever entered Haiti from the Dominican Republic in late 

1978 and has substantially decreased the pig population. A 

swine fever eradication program is expected to be undertaken 

this year. 


Grain 


Demand for grain has been rapidly increasing, and grain prices 
have been high. Rice production is projected to reach .105,000 

MT, a slight (l-percent) increase over FY '80. The Haitian 
Government is attempting to increase production of corn and 

other locally produced grains. The demand for flour, which 

has increased 52 percent over the past 2 years, should be about 
the same in FY '81 as it was in FY '80. Wheat is totally imported 
and should exceed 135,000 MT in FY ‘81. 


Mineral Resources 


Reynolds now plans to close its bauxite mining operation in 

1982. It has been producing about 640,000 tons per year with 

an export value of about $18 million. Calendar year 1981 exports 
will decline to the 400,000-ton level and will remain there 
during the final years of operation. Haiti has copper, silver, 
gold, marble, lignite, and natural asphalt deposits that are 

not profitable to mine at current market rates. 





Industry 


In recent years the transformation and assembly industries have 
been the most dynamic sector of the economy. Taking advantage 

of U.S. Customs Code Sections 806 and 807 and low Haitian wage 
rates (the current minimum wage is $2.64 per day), many companies 
have been sending U.S.-made components to Haiti for assembly 

and return to the United States. This has created 60,000 jobs 
over the past 10 years requiring only a minimum of capital expend- 
iture. The recent recessionary slowdown in the United States 

has had a mixed effect on this activity. While firms engaged 

in assembly of electronic components used in vehicles or construc- 
tion have experienced a drop in orders, the textile, toy, handi- 
craft, and leather operations are booming. A number of firms 

are going ahead with expansion plans, but it is likely that 

there will be a decline in the number of new factories established 
in 1981 as compared with the number in past years. This could 
well exacerbate the already difficult employment problem. 


The Government is considering a new investment code that will 
consolidate many of the provisions already in place, including 
tax holidays, duty-free entry for goods that are to be reexported, 
guaranteed repatriation of a percent of profits, import protec- 
tion for industries satisfying 75 percent of the local demand 

and meeting certain quality and pricing requirements, and 
discrimination-free status for foreign firms. The National 
Office for Investment Promotion (ONAPI) is trying actively to 
promote investment in Haiti. Recent changes in the banking 

laws should provide some relief in the area of investment capital. 


Infrastructure 


The completion in early 1980 of the southern highway linking 

Les Cayes with Port-au-Prince opened up a rich agricultural 
area. In addition, a number of secondary roads in the northeast 
and central parts of Haiti have been completed. Improvements 

in the airports at Port-au-Prince and Cap Haitien as well as 

the port of Cap Haitien are underway. Cabotage ports are under 
construction in Jeremie, Port-au-Prince, and Port-de-Paix, as 
the first part of a World Bank project to improve the coastal 
shipping network. There are proposals to repair and extend 
irrigation systems, build more roads, construct low-cost housing 
in Port-au-Prince, and continue the electrification of the 
countryside. 
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Port facilities in Port-au-Prince include a container port as 

well as roll-on, rolloff facilities. These should remain adequate 
for some time. Air passenger and caran service meet the present 
demand. 


Fiscal and Monetary Situation 


The Government FY '81 budget of $375.7 million (1,878.5 million 
gourdes) is 10.5 percent larger than that of FY '80. The foreign 
assistance component, which at $142 million represents 38 percent 
of the total budget, declined 4 percent. Net Haitian budgeted 
expenditures for investment (formerly called development) increased 
by 37 percent from FY '80 to about $87.5 million. Operations 
expenditures are budgeted at only 5.9 percent above FY '80, 

and receipts are projected to decline by 11.5 percent because 

of projected declines in coffee and bauxite production as well 

as declines in income tax revenues and excise tax receipts. 
Agriculture, energy, transportation, community development, 
housing, education, and health are the most important sectors 

and together will receive 77 percent of the total investment 
budget. 


Haiti has no exchange controls or restrictions, and U.S. dollars 
circulate alongside gourdes at an exchange rate of 5 gourdes 
equal $1. Extensive changes in the banking laws, which split 
the national bank into a central and a commercial bank in 1979, 
now allow banks to accept titles to properties offered as loan 
collateral. During 1980 interest rates and reserve requirements 
were changed to help slow the outflow of interest-sensitive 
capital and to provide better control over monetary policy. 


Haiti signed an agreement with the International Monetary Fund 
(IMF) in 1978 that makes balance-of-payment funds available 
under the Extended Fund Facility (EFF) as long as it fulfills 
certain conditions. The Government is currently undertaking 
additional measures, including the switch to ad valorem duty 
rates, at the suggestion of the IMF to counteract the expected 
shortfalls in Government revenue. 


Trends 


There will be about 1 percent real growth in the gross national 
product (GNP) of Haiti during FY '81, led by continuing growth 
in the handicraft, light manufactured goods, and construction 
sectors. Direct private investment in FY '81 should increase 
only marginally over FY '80. 





Investment Possibilities 


Despite the bleak current account picture, investment and assembly- 
type opportunities in Haiti are excellent because of Haiti's 

low labor cost ($2.64 per day minimum), favorable tax incentives, 
and proximity to U.S. markets. The relatively stable political 
climate and the low level of crime seem to enhance Haiti's good 
investment climate. The best investment prospects are in the 
labor-intensive assembly industries producing lower cost non- 
luxury goods. An existing U.S.-Haiti bilateral textile agree- 

ment limits exports in a few categories but places no restrictions 
on the majority of items. Haiti is a beneficiary of the generalized 
system of preferences (GSP), which provides duty-free entry 

into the United States for over 2,000 items if more than 35 

percent of their value added is Haitian. Insurance for U.S.- 

owned investment is available from the Overseas Private Investment 
Corp. (OPIC). 


Investment opportunities in agriculture are limited by restrictive 
provisions of the land law, acute population pressure on land 
resources, and lack of infrastructure. There is a need, however, 
for more investment in agro-industry, and the Government is 


willing to consider offering special benefits to those making 
serious proposals. 


While the Haitian Government may be described as extremely recep- 
tive to foreign investment, it examines larger investment proposals 
carefully in light of national interests. It is currently reviewing 
proposals for a milk canning facility, cement factory, petroleum 
refining complex, and fertilizer plant. In general, it prefers 
some Haitian involvement in large-scale operations. Private 
investment in the assembly industries has generally been approved 
without delay. Commercial disputes are usually referred to 

courts or formal arbitration. The Government has become more 
sensitive to the consumer and reserves the right to control 

prices and quality on essential items. 


Foreign Assistance 


Haiti's longer term economic prospects are brightened by virtue 

of projected increases in foreign economic aid from multilateral 
and bilateral sources. External assistance will amount to about 
$142 million in FY '81. Multilateral aid donors to Haiti include 
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the World Bank, the United Nations development program, the 
Inter-American Development Bank, and the Organization of American 
States. Bilateral donors include the United States, France, 

West Germany, the Republic of China, Canada, and Israel. Develop- 
ment programs implemented with the assistance of both multi- 
lateral and bilateral donors span a wide variety of fields, 
including agriculture, education, public health, and transpor- 
tation. 


The program of the U.S. Agency for International Development 

is concentrating on agricultural development, rural infrastructure, 
and raising the level of public health and nutrition among Haiti's 
rural poor. 


IMPLICATIONS FOR THE UNITED STATES 


U.S. exporters usually supply more than 50 percent of Haiti's 
imports. Haiti's proximity to the United States, Haitian famil- 
iarity with U.S. products, and established distribution channels 
are the main factors. While demand for U.S. products continues 
to be strong, the current financial situation makes increased 
U.S. exports unlikely in 1981. 


The limited budget resources of the Haitian Government restrict 
possibilities for direct sales of U.S. goods to the Government. 
There is no central purchasing agency and most purchases are 

made by the Government ministry concerned. Purchases are generally 
made directly from suppliers or their agents, but competitive 
bidding is usually required for larger procurement actions. 
Equipment required for the larger international projects financed 
by external donors is almost always obtained after seeking com- 
petitive proposals. 


The best prospects for U.S. exports in 1981 will be foodstuffs, 
building materials, construction equipment, consumer durables, 
and medical supplies. 


Demand for U.S. foodstuffs will continue to increase, spurred 
by the concessional export financing of basic foodstuffs under 
PL-480, increasing population, and domestic crop damage caused 
by Hurricane Allen in August 1980. 


Building materials and construction equipment demand should 
benefit by plans in the FY '81 Haitian investment budget for 
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two moderate-income housing projects (budgeted at $16.75 million) 
and some 2,000 low-cost housing units. In addition, private 
sector housing construction remains strong. The growth in housing 
combined with a rising standard of living in the small, but 
expanding, middle class should also result in increased demand 

for consumer durables. 


Major efforts by various bilateral and multilateral donor organi- 
zations (including the U.S. Agency for International Development) 
and the Haitian Government in the areas of nutrition improvement, 
malaria eradication, and urban and rural health delivery systems 
should offer good opportunities for exporters of medical equip- 
ment and supplies. 


%* U. S. GOVERNMENT PRINTING OFFICE : 1981--341-077/392 








